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LESSON  XVI. 

TraMportation  Problems. 

_^»portation  the  Oration  of  Place-Utilities. 

I  tion   of  place  utnitiesth;  •'  ^"""'^  '*'"  «••««- 

utility  of  a  eomCtv^t  J, '""«««"?  "^  *he 

?  place  where  a^Zf  eas  mi  ff  "P'"'","^  ''  ''""n 
n  has  greater  utility  How  h  ^P'''"'  "''"^'"^ 
commodity  has  less  nHlTt^  ^°  "'*  ''"''«'  that  a 
another?  By  a  comparison  of  h«-'' '"  ?"  P'"*""  "-an  in 
commodity  in  the  two  com^nny!';  Z^"^''  r''  '^^  ^he 
ve  say  that  a  commodity  Cles,  .^m;,*^'.'"''^"^  ^^P^aking, 
than  in  another  if  its  marW  nri.  ■  fJ"  ™''  eommunity 
'^  less  than  in  the  second  •       ^'^  '"  '''^  A"'  community 

This  difference  in  the  nfilifv  „* 
ll^n'munities  may,  however  S  with  "Tk'"'''*^  '"  '^^o 
^^  transfer  of  that  commod'u  fr"m  fh       .""^"^  "'""■' 
"til  ty  IS  less  to  that  in  whiT  it  i  ^^  P'"''*'  ^^ere  its 

;;;l'ng  ten   cents  a   dozerdear  ^TnT  .^T  "'"^ ''^ 
"ttawa,  but  if  the  rate  chari/pH  hM     Montreal   than   in 
-  the   express   companies  foj  trant '■'';'^"-^' "'"P""'''^ 
ttawa  to  Montreal  be  fifteen  centsnT"'"''"^   **•''"    ^"^'^ 

■'•er  commamty,  the  market  price  wTlIbTle™.'^""'*"  """■  '"  the 
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ship  eggs  from  Ottawa  ta  Montreal,  since  by  so  doing  tliey 
would  realize  a  gain  of  five  cents  per  dozen. 

The  rule  deduced  from  the  preceding  argument  is, 
then,  a  very  simple  one:  Whenever  the  cost  of  produc- 
tion of  an  article  in  one  community  plus  the  expense  of 
transporting  it  to  a  second  community  is  loss  than  the  cost 
of  i^jducing  it  in  the  second  community,  the  transporta- 
tion of  the  commodity  from  the  first  pla^.c  to  the  .second 
will  go  on.  When  this  is  no  longer  the  case,  transporta- 
tion will  cease. 

Eoonomy  of  Transportation. 

There  is,  therefore,  a  presumed  eoonomy  in  the  trans- 
portation of  all  commodities  that  are  actually  transported 
from  producer  to  consumer.  The  consumer  could  not  ob- 
tain them  so  cheaply  if  tney  were  produced  where  he  is, 
as  he  obtains  them  when  produced  elsewhere  and  brought 
to  him.  All  transportation,  thei  ifore,  implies  an  economy, 
a  saving  of  trouble  and  expense.  After  payment  of  all  tl. 
charges  made  for  transportation  (and  they  amount  to  an 
enormous  total  sum),  the  cost  of  commodities  is,  neverthe- 
less, much  less  than  consumers  would  have  to  pay  if  these 
commodities  had  to  be  produced  on  the  spot.  We  may  be 
quite  sure  of  this  p6i"t  at  least— that  the  future  will  see 
transportation  of  commodities  going  on  to  a  greater  and 
greater  exte,-.t  and  additional  economies  realized  from  bet- 
ter and  more  v  idely  extended  transportation  systems. 

The  total  gross  earnings  of  our  railways  (in  1912, 
$219,400,0(X),  or  $29  per  head  of  population,  or  $143  per 
family  of  five)  represent  a  heavy  charge  upon  the  average 
citizen— perhaps  1/10  or  1/8  of  his  total  income.  This 
charge  is  unseen,  but  it  enters  into  the  cost  of  every  com- 
modity that  has  to  be  brought  to  him  by  rail.  Accordint? 
to  our  argument  there  is  no  real  loss  to  him,  however,  as 
the  $145,  relatively  large  sum  as  it  is,  is  less  than  the  extrii 
amount  which  he  would  have  to  pay  if  all  the  commodities 
which  he  consumes  had  to  be  produced  at  home.  The  same 
may  be  said  of  the  earnings  of  our  steamships,  interurban 
electric  railways  and  our  other  means  of  transportation. 
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course    t  ;„  .„„_■.        .  »<»ius. 


has  been  greatly  red,    eel  d.-S'th     "  ?"  ""'"""""•     ' 
the  I  ,„te,l  State.,  i„  1900  Z  "5         '^""^  P«>"en.tin„.    I„ 
fon  a  mile  on  the  railroad  was   Trf  '"'"''  '^"'  ^•"rying  a 
rate  was  1.889  cents;  i„, 880   12^0 ''"''•    '"  '^'O  tlm? 
•Ml  eents.    Canadian  freiX:  ]      I  ''*"*■"'  a"''  "'  1890 
somewhat  si.-iiar  Chion  ^^J'  'r"'-^'>''\«  heen  reduced  in 
rate  per  ton  per  mil^ave  "aged  7?7"f''"  '\P}^  ^''«  W. 
therefo._e,  very  much  lowerlhal  fh"  '■  *'''"'^ht  rates  are, 
ago,  and  ,hus  a  great  many  contldYH/'"'  ."  ««"«ration 
f  transportation  which  cmldZt'     T  ^'"""  "'«  «ost 
few  years,  however,  there  has  hi       ":.  ^'"■'"*f  *he  pa.st 
country  and  the  United  Spates  a  ,n?hr"''^*'.'"'"'  '""  tW.s 
due,  no  doubt,  to  the  incre» '    i  ,^„^' '''V°  ^^^^ 

ra.lvvaysasaconse.,uenceoTth    ,«nM-'  '*"-  P'''^^  ''^^  the 
of  living  '         '^  '^  ^h'  rapid  increase  in  the  cost 

cost  of tthyrtransport'aTion  mav'r^  *f''"''P''rtation,  the 
per  ton  mile:  ""•'  '"'  estimated  a.s  follows 

Ordinaiy  road-25  cents 
^lacadamized  road-8-i2i  cn^s 
Steamship   (United  States  4;,   r- 
"hips  running  i„  Uppar  Lakes)'     107    "'"P'"''""'"  ^team- 

Lake  Superior.  '*'"  ^°  ^""ST  flown  the  ore  f  cm 

--  rates.    The  slight  i-ele's'L^ird^^^i^^: 
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durinfir  the  past  few  years  are  an  apparent  rather  than  a 
real  exception  to  the  rule.  Siniw  railway  freight  raten  are 
increasing  more  slowly  than  general  prices,  the  percent- 
age of  the  value  of  goods  transported  which  is  taken  by 
the  railways  is  less  than  it  was  a  few  years  ago.  If,  as  we 
may  quite  properly  do,  we  regard  the  railway  rate  as 
analogous  to  the  miller's  toll,  we  should  say  that  the  rail- 
way takes  a  lesser  toll  now  than  formerly. 

The  ClaffMi  of  Exp«iue  in  Tnnuportation. 

In  every  process  of  transportation  there  are  at  least 
three  elements  of  cost  to  be  considered: 

First,  the  cost  of  the  'human  labour  employed  in  the 
process. 

Second:  The  interest  on  the  cost  of  the  vehicles  and 
animals  used  in  the  process  of  transportation  plus  the  wear 
and  tear  of  the  vehicles,  the  feeding  of  the  animals,  if  any, 
or  the  expense  of  other  motive  power  (e.g.,  the  coal  bill  in 
the  case  of  steam  railroads  or  power  bill  in  the  case  of 
electric  railroads). 

Third :  The  interest  on  the  sums  spen.  for  the  acquiring 
and  constructing  the  right  of  way  plus  the  cost  of  main- 
taining the  same  in  good  condition  for  tratflc. 

Toll-Roads  vi.  Public  Roads. 

A  generation  ago  in  this  country  there  were  many  toll- 
roads — roads  maintained  by  private  individuals  or  by  cor- 
porations who  bore  the  expense  of  making  the  roiul,  and 
of  keeping  it  in  repair  and  were  consequently  entitled  t" 
collect  toll  from  all  those  who  made  use  of  it.  In  such  a 
case,  the  user  of  the  road  bore  the  above-mentioned  firs' 
and  second  costs  of  transportation,  and  paid  to  the  eniii- 
pany  owning  the  road,  a  toll  that  would  go  to  meet  th'- 
third  cost  and  to  furnish  a  profit. 

At  the  present  time,  the  toll-roads  have  practically 
ceased  tO'  exist,  and  the  user  of  the  roads  pays  now,  nr 
«eems  to,  pay  only  charges  one  and  two.    Has  item  three 
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so-.e  OBses  those  roa'l,  woro  '  ',  '"""'••ipa'itie^.    I„ 

palities  provide  n.ore  or  less  adennf         /""'•"  "'"  "'""''•i- 
the  roads.    Tlio  „.,er  .  "  thprn„  ,'  "^'''-V  ^"^  'he  "pkeop  of 

The  farmer  jfoes  fo  to«„  and     ,e    '  .  "''i"'"^'^  ««'^^"""t- 

-n:?:;^!::;  Sis^'ii/f  i:"""^  ^^y^ »'-  -st  of 

"'eans  everybody ,  every  tax„«v»        "■"■'■'■     ' '^''^  r"'""' ' ' 
-'.aintenanee  of  Voads  and  bri^  s    V."  '•"!''"'""«  to  the 
payer  of  the  cifv  of  Tnl^^V^    '     ^''"■"*  '"  1913  a  tax 
have  to  pay  W.'is   o  Jard      e^'erfr^'  /L*'"-  '^^  "-"'d 
nf  roads  and  bridjres  swa..!;!  expense  of  the  n,  ,:  tenanoe 

'"   our  tra„spoZTo„";7ZuTs"'o"/''^'.^^''-         "•  "C 
•Imiinated,  when  the  m-inV  ""'•^'   transferred    not 

taken  over' by  the  public  '''"""^^  "^  '•°«'J'  and  bridges  is 

!;jSu;j;;ii:;;:;;::^/;;;;^^tti,at  ,i^ 

'"^  and  maintaining  reads  ad  htl)  ^°^  °^  construct- 
W.  The  toll-gate  on  roads  and'^hrlf  "  ''"'"''•  "'«»  the 
'"«e  of  a  toll-keeper  who  mn,/.  i^*-'"  """'""<  the  exist- 
'"-ted  before  a,/„f  these  'l,V  P",!^  ""'  "^  the  tolls  eo  - 
P'-ovement  of  the  maintenlnee  T»^  "PP"*''  f"''  the  im- 
'•'"npany  has  had  to  born""  .  ""^  "'^  "-'ad.  Also,  if  the 
'■"fd,  it  will,  in  all  probabi  L  h"'''  f"'"  «'"«tr„et  ng  the 
'■"te  of  interest  than  the  m'-'-''^''  ''"d  to  pay  a  higher 
pay.  Possible  th  re  are  dT,«:5'"'''""-''  "'"  'd  have  had  to 
■"e  kept  „p  iy  ZtZlt^£"::T\  "■''«°  P""*"  roads 

-nsruetedinioealitie^Xrihefr.ffl''"  ""'"  '"'"'''«  ««•« 
;;^^enable  the.  to  ear/l^^t^^^;  ^^ -f^J^ntJ^ 
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Economic  Basis  of  the  Good  Roads  Movement. 

In  all  transportation,  there  are,  as  we  have  seen,  three 
items  of  expense:  the  labour,  the  vehicles  and  animals 
used,  and  the  constructii^n  and  upkeep  of  the  right  of  way. 
The  Good  Roads  Movement  is  based  on  the  assumption 
that  by  an  increase  cf  item  three,  that  is,  a  higher  expendi- 
ture on  construction,  and  possibly  on  raaintenan<;e  of  the 
right  of  wav,  we  can  so  decrease  items  one  and  two,  that 
the  result  will  be  a  handsome  net  saving  to  the  community. 
The  Three  Classes  of  Expenses  in  Water  Transportation. 
Take  now  the  case  of  shipping.    Here  it  would  appear 
to  the  casual  observer  that  items  one  and  two  were  prac- 
tically the  only  ones.    B«t  this  is  not  really  so.    The  in- 
terest jn  the  cost  of  constructing  harbours  and  of  main- 
taining them  must  in  general  be  borne  either  by  the  ships 
using  those  harbours  or  by  the  public.     The  expense  of 
charting  and  buoying  the  routes,  of  maintaining  light- 
houses, of  dredging,  etc.,  is  also  usually  borne  by  the 
public.     If  canals  are  on  the  route,  the  interest    on  their 
original  cost  and  the   current  expense    of    i  .„intaining 
them  must  be  met  either  by  charging  tolls  on  the  ships 
using  the  canals  or  out  of  the  public  treasury. 
Tendency  to  Toll-Pree  Canals. 
The  tendency  at  present  seems  to  be  in  the  direction 
of  making  canals  t  )ll-free,  and  meeting  the  interest  on  the 
cost  of  construction  and  the  maintenance  charges  froiii 
public  funds,  as  in  the  case  of  roads.    Thus,  the  State  of 
New  York,  which  is  at  the    present    time    engaged  m 
enlarging  the  Brie  Canal,  at  a  cos.t  of  $100,000,000,  has 
provided,  by  the  hard  and  fa.st  method  of  constitutional 
enactment,  that  no  *nlls  shall  ever  be  charged  for  the  a  e 
of  the  canal.-    This  means  that  the  public  treasury  will 
have  to  go  on  paying  $4,000,000  per  annum  for  all  timo, 
plus  the  maintenance  charges  of  the  canal,  and  get  (di- 
rectly, at  least)  nntihing  for  it.  ^ 

"When  the  canal  is  finished,"  says  Taussig,     it  will 
be  as  if  Nature  had  made  a  na^gable  river.    Doubtless 
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Z'r::^.'l^  S^r  tJeS'^f  ^S,^it>;  of  N..  York  ' 

the  canal  H°]l  S     s  M  ^  J  '?'  '«'"'"■•  ''^^'^^  b"ilt 
munity.    Thetes    ofiuh;  k  ""'  '"*'""'*«  '«  ""e  com- 

whether  canal  ok  suffldonT*^  "''"  T"'"'*'  "■""«  "»'«'  be 
waiting)  involved  eo^iMhK        ^u""''  ^'"'  *he  labour  (and 

be  desif;ble;obvTo„:?;'tt;eTlI  f.''  "'•'  ''""'"'=•  ''  ^'^^ 
to  have  eve;y  commodity  nrodn.i^  ^'P^^''"""  ^''''  «"d 
could  be  most  cheaply  produced  'bT'  ■'  '  ""^'"'  '' 
portation  involves  labour  and  w« if, ^  '"  '".^  ^'  "•'"'«- 
from  exchange  is  got  onlv ^f  !f    L  ^'  "■  "'"'  "''vantage 

tioD,  the  total  cast  can  be  ni"'' '•°""  "^  '""'"""P- 
portation."*  "^  ""'^'  '"eluding  that  of  trans- 

n.e  Doubtful  Expediency  of  ToU-Free  Oanals 

One  cannot  but  feel   then    thnf  ti,;  • 

"queers"  our  accounts-Vhai  '^f  i*'"^ '"«'"'•"'«'"»  of  tolls 
whether  the  enlargemenV^f  thV  F.-  •  ''"Po-''«'We  to  tell 
prise  or  not.  It  is  aUealt  «n  1  *  ''  *  •  ''•'"""mic  enter- 
way  it  is  impo  sMe  to  lert^fn  VT"""-  ^"  ^^e  same 
Canadian  canals  are  eeon^mTc  p  .     ''*'^'''  ""^^'''  "^  "'"■ 

at  least  there  are  wide  "C«/'"^  •''*'"  ^"  '""'  *"''' 
been  undertaken  rXrTo»dv^'"-r"''"^''>at  "'ey  have 

the    Gov,.rnmen"  Tn    power    f*^'.*-*'^  ""''  '°  help 

advantage  of  the  nartv Tn  T  ''  i"*""*'  *''''  '^e  political 
public  treasury  irsomeeascTTf  ''  '  '"'l''''>'  "^  «be 
prospect  that  a  canal  whi.h  Ini'  *^/«'"'^e,  there  is  every 

xet  pay  ultimat^S  iSIn^  '  :r/a:^'";h"r"r'-'r  "'^^ 


•  -ll 
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an  enterprise  which  an  expert  would  not  advise  a  com- 
pany to  undertake  under  similar  conditions. 

Three  Classes  of  Expense  in  Railway  Transportation. 

In  railways,  too,  there  are  the  three  chief  items  to  be 
considered:  (1)  labour  coat;  (2)  wear  and  tear  of  rolling 
stock  and  interest  on  their  cost;  (3)  interest  on  cost  of 
construction  plus  cost  of  maintaining  the  line. 

"When  railways  were  first  introduced  in  England,  it 
was  assumed  that  the  rarilway  companies  would  simply 
own  the  roadbed,  as  a  toll-road  company  its  road;  that 
any  man  would  own  cars  and  run  trains  just  as  he  would 
own  and  run  canal  boats  or  wagons,  and  would  pay  the 
railway  company  a  toll  for  the  use  of  their  road,  so  that 
users  would  pay  classes  one  and  two  of  expense,  and  the 
Company  only  the  third.  In  practical  experience,  such  a 
method  of  operation  was  soon  recognized  as  absurd,  and 
almost  all  over  tlie  world  railways  are  now  operated 
throughout  by  the  companies,  or  in  some  cases  by  the 

state. 

When  the  state  owns  railroads,  however,  it  sometimes 
transfers  their  management  to  private  companies,  main- 
taining a  control  over  rates  in  order  that  the  benefits  to 
the  public  shall  net  be  taken  away.  We  have  an  inter- 
esting example  of  this  in  our  own  country  in  the  case  of 
the  National  Transcontinental,  whose  line  from  Moncton 
to  Winnipeg  is  public  property,  but  is  leased  to  the  Grancl 
Trunk  Pacific  for  a  peridd  of  fifty  years  from  the  date  of 
its  completion,  during  the  last  forty-three  of  which  the 
Company  engages  to  pay  to  the  Government  3  per  cent,  per 
annum  on  the  cost  of  construction. 

Bailways  the  Chief  Means  of  Transportation. 

"The  railway,"  says  Professor  "Taussig  of  Harvard 
University,  "is  the  most  important  among  modern  indus- 
tries, b-oth  as  regards  its  effects  on  the  economic  structur' 
at  large  and  as  regards  its  own  special  problems."  1\i<' 
railway  has  been  the  leading  element  in  our  transportation 
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other  kinds  of  ^ranspofL  on    ./''''''"•     ^^°''  '''«» 

under  the  laws  of  the  ta  e  iJ  -  ^"''^"'■^"''"'  "'"*"' 
than  the  state  itself  nLlk'inl^n^  '^'™'f'  """■<'  P""'" 
t.es    cities  and  individnTlf  l^nrfts^rte'"^  ""-"""'- 

With  rii'jr,'aT";o;s^Te";L'Ll''K"" 'r' "°"^"'«''' 

most  fundamental  of  these  LnW  •.*   ""''^'•'*t«'>cJ   the 

comparison  of  the  eLin^nCr  ^T  V''  '"'""'  ^y  « 
facturers,  as  eomparcH^w  t  Thpi/"''""'-''^""''  "«""- 
mvestments.  ^  "'    '''«"^    respective    capital 

Railways  Compared  with  Manufactures 

eapSri"r^r':?^.SS;)5f /"  ^^^«-  *°*al 
duct  of  $1,165,975  000— VhBL,  ""''  ^"  """"al  P^- 
than  93  pe;  eem  of  ttLtaiS  /•''"''?'■  "'"""  "^^'^ 
profit  of  6  per  eeni  on  nrod net  »  i^"^'"'^""'"*-  '^'"'^  « 
bondholder.^  and  sharel,^  de  '  a"^"  H,f  ?  '  P'^''  '^«'^'-  *<> 
over  to  be  added  to  the  sn^h.'s  '*'''  ""'"etliing 

.588y7''&l?'.^«"«d«.'>ad,  in  1912.  a    capital  of 


capital,  vvheth';         ks  rCb  •,       ,  ' "" 

to  set  aside  about  36  2  p^r  een     'of  it!"'""""''  "■"".'''  ^^^''^ 
other  words,  its  operating  V^l'  '  ^''"''''  reeeipts-in 

than  64  per  cent.  oTtTS;^^^^^^^^^  ""'  *•«  '"<"•'' 

return  for  bondholders  and  si  !.  h  i ,  ^  '''^'''  *  moderate 
act,  the  working  «pen"e3  i.t"'-  ^,'  "  '"^''^  »« 
1912,  were  68.7  per  ee  t  ,.?  --  >•''«^''"'3'ng  Ju„e  :o, 
actual  retnrn  n„  „!L?!  '  :  "^  .^^l''-'^  receipts,  so  that  the 


Whi 


ual  return  on  canitsl  in,-,  ^T     """t"»'  so 

'ile  there  is    ZfK  ,1  "l^^'f ,  " «r, °" '"  ^'^^ 
considerable    inflati 


capital,  it 


doubtli 
extrera 


ly  unlikely  that 


the 


that  thp 
per  cent, 
ion    in  the 
average  deben- 
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tnre-holder  or  shareholder,  is  earning  6  per  cent,  on  his 
money. 

Every  Third  Dollar  Must  Oo  to  Bond  or  Share  Holder. 

Railway  ra>s,  therefore,  must  considerably  more  than 
pay  the  actual  expenses  of  carriage.  Out  of  every  three 
dollars  collected  by  the  railway,  at  least  one  dollar  should 
go  to  bondholders  and  shareholders.  It  n'ould,  of  course, 
be  pleasanter  for  the  public  if  it  had  to  pay  only  the 
actual  expense  of  carrying  the  goods,  but  railways  involve 
enormous  expenditure  on  construction,  and  for  the  capital 
necessary  to  such  expenditure  interest  must,  on  the  aver- 
age, be  paid.  While  some  railway  lines  are  unable  to  pay 
dividends  to  their  shareholders,  railway  shareholders  must 
on  the  whole  find  the  rat^  of  interest  that  they  receive 
equal  to  that  received  on  other  investments.  Otherwise, 
they  would  cease  to  invest  in  railways,  and  would  place 
their  capital  elsewhere.  New  railways  would  cease  to  be 
constructed,  and,  as  a  result,  the  development  of  the 
country  would  be  hindered. 

Large  Upkeep  Expenditure  Irrespective  of  Amount 
of  Traffic. 

The  second  great  feature  of  railways  is  that  large 
expenditures  are  necessary  to  keep  the  line  in  fair  con- 
dition for  traflfic,  to  maintain  stations,  etc.  These  expendi- 
tures are  necessary  whether  the  traffic  is  large  or  small, 
and  the  greater  the  traffic  the  larger  is  the  area  over 
which  these  great  maintenance  charges  may  be  distributed. 
Consequently  the  expenditure  as  maintenance  charge  is 
less  per  ton  mile  where  the  traffic  is  large  than  where  it  is 
small.  Increased  traffic  means,  therefore,  possible  reduc- 
tion of  rates  or  else  increased  returns  for  shareholders. 
The  first  busine'^s  of  the  railway  man,  therefore,  is  to  get 
all  the  traffic  he  can  at  e'harges  which  will  pay  for  the 
actual  expense  of  transportation  and  leave  something  over 
for  the  she-  holder.  But  a  considerable  part  of  this 
traffic  is  Cx  low  value   in   proportion   to    bulk,  and   can 
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Sf.  'ZiT£\:z:l  '"»r  "■'■"■• '-  ■'■■»  «™- 

places  between  differenfrfniv"''''^-''  """^  '"  "'her 
the  railways,  unless  [he v  a  e  ablT"'^"""''-  ^"  ''"'  "''^f' 
steamship  coinpanies  haV,  r\^^  ? /"■  ^'''''I  '=°"*™1  "f  the 
petitive  conditions  a  losiU  St  1'"'  ""''«'■  «*"ctly  com- 
water  transportation  is  f  mue  ,'  I  i*"  ^l'""'  ""^^  "^ 
transportation.  They  hav  how  '  *''''"  "•«*  "^  '«nd 
tlieir  side  in  the  orft^.l  '  ''""^.^f.  ^ome  advantage  on 
goods-esp;::.iX^^:^'",''f;<l,^:n''  -hieh  they  transfer 
Often,  too:th<.y  L.-.eed  -n  elS,"  ""-P'"'"  ""  P'^^e- 
petition  by  purehasint  n.  !.  '  "^  *^"°»'*  ^™t"  com- 

ment with^hCearhVlinr"' '" ''"""  ^•"•^  "^  «^-- . 

Competition  of  BaUways  with  Each  Other 

du£  f^Zrf  :i^::rSef  :r'i";^^'^  ^^^^ «''-  -- 

"out-throat"  eompethlon-orZrmarTo"'"'^';'"''-^  '" 
arrangement  a«  tn +>,„  i,     ■  ,V    "^J^    ^ome    to  some 

freighlTates  are  o  E  eW^d  "1"'  "7'^^^  '«'''^  "'^ 
petitive  points  receive  ''beftp;  ft\  '^"■;,',  *|o«-ev'-'r,  com- 
both  of  freight  raeTandnllnl  "*'""''  ""  '''«  ""^'^er 
Which  one  eLp:nrh?s?rn^"p^oTy"onr:£''"  ff"^  f 

£7  tHKir  ^;fLdr^^^^'^^ 

do  little  more  than  cover  the  aet„»r°  "^"^  ?^^  ^«'""^« 
transportation.  T^ey  leave  bnf?  '^f.™'''  "^"'^^'^  « 
contribution  toward  the  Davmpnt  %""?'  '""^'"  "*  *'»<^» 
i£id-,^ill^^idt7sl"sTaV:hre;r*  ^°  '^''''"'"- 

were  coal  and  75,000,000  ton,  sanrtiml.""*'''!'!  509.0«".0OO   ton, 

onnage  carried  Was  mad„  up  of  these  tto  C'  *?"*.'"'  ""%  "'  *"« 

"-.O.  would  bear  on.,-  the  meretre„'re°o'f"rofr"etrri;gf'  ■"»"«' 
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DiBcrimination  Between  Competitive  and  Monopoly  Points. 

There  is  thus  a  discrimination  between  places  estab- 
lished, and  competing  points  tend  to  grow  more  rapidly 
than  places  where  there  is  no  competition — a  fact  which 
has  played  a  by  no  means  insignificant  part  in  deciding 
which  tO'wns  and  cities  shall  increase  in  industries  and 
population  and  which  shall  not.  This  discrimination,  how- 
ever, is  not,  as  a  rule,  arbitrarily  exercised.  The  railroad 
discriminates,  for  the  most  part,  not  because  it  wants  to, 
but  because  it  must.  The  law  of  competition  forces  it  to 
make  a  difference,  and  the  existence  of  such  a  law  is  recog- 
nized by  the  public  authorities  set  up  by  our  Government 
to  control  the  actions,  rates,  etc.,  of  railways,  and  to  see 
that  the  public  get  fair  pjay.  These  Commissions  know 
enough  not  to  insist  that  the  railway  shall  give  the  same 
treatment  to  monopoly  as  to  competitive  points.  They 
recognize  that  at  competitive  points  the  railway  does  not 
.nake  much  more  than  operating  expenses,  and  that  the 
money  necessary  to  pay  its  bondholders  and  sharAolders 
must  be  secured  at  monopoly  points. 

Discrimination  Between  Larg«  and  Small  Shippers — The 
Rebate  System. 

There  are  other  kinds  of  discrimination  which  have 
been  practised  by  the  railway  companies.  Notable  among 
these  is  the  discrimination  between  large  :  d  small  ship- 
pers. This  discrimination  is  natural  enough.  Usually, 
when  any  article  is  sold,  the  purchaser  can  get  it  at  a 
cheaper  price  per  unit  if  he  purchases  it  in  a  large  quan- 
tity. Manufdoturers  find  themselves  compelled  to  make 
special  price  concessions  to  those  who  are  the  largest 
buyers  of  their  goods.  Soi,  too,  railways  have  made  special 
concessions  of  one  kind  or  another  to  their  largest  custom- 
ers— the  largest  shippers — in  order  to  secure  their  trade 
and  their  good-will.  This  was  usually  done,  not  by  openly 
cutting  the  rate  for  large  quantities,  but  by  giving  rebates 

•Express  companies  are,  for  all  practical  purposes,  special  de- 
partments of  the  railway  companies. 
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—by  periodically  returning  to  cprt  -:-  l,,  .  • 
tain  percentages  of  the  rates  n«;H  h  ";J  ^1  shippers  cer- 
Period  of  time.  These  sSlvIn  •''  ^^T  ''"""»  "  ^^^e" 
with  more  or  less  of  favSm^'j  "^'"^  '''^^  ^^^^^^ed 
companies  to  become  Dredo™in.^  ^""'"'l^  "'''^'l  ««'-'ai'' 
fields.  The  Standard  on  Co2"r'  '"  ^^'''^  respective 
eessful  in  obtaining  rebates  dj^in^  -7'  P^'V^^^'^y  sue 
was  thus  enabled  to  undersell  its  cri'r?""'^  ^'■^""•y-  ""d 
a  praotical  monopoly  of  ae«e?'^'  *"''  *°  ''''''<' 

Pnblic  Interert  in  Preventing  Discrindnation  Between 
Large  and  SmaU  Shippers. 

deriving  its  Vxi^iee^^S  thV't":*'^  ^'  '  corporation 
whose  success  is  possible  on  vh-  -    organization 

porates  it  and  transfeTto  itnL^T^  ^^^  ''«'"  incor- 
"otably  the  right  o7  exnrnn^-  r  '*'  «"^"eign  rights- 
(Bailroads  are,  for  instaZ  ^m"'?^  P^"'"  P'-^'P-rtv. 
viduals  sell  th'e^ '^Cp^^^^.^^e  to  make  private  indi- 

whether  they  want  to  or  ,^,f )     In  L/        f  ^'■''"*    ?"''« 
.■essions  they  must  makelncssioJsTW  ^"\'^'''  *^°- 

"^,  'ew.'^  ^Cus  rve^rg^trorh"'^'^  --- '°  ^^^^  p-t 

what  seemed  to  the  puh  f«  Zr  ^  '"'^'"''^  ''''''^  "f 
'ion,  especially,  of  cours  in  hH  ^"^'^"°'''''-  di-serimina- 
;ohates  allowed  the  Standa  d  Oirr'  ^""""'^  '"''  "^  'he 
heen  much  heated  discussion  an^fi  ^T'^^Y'  '^^"'^  ^^^ 
•••  widely  accepted  prSe'tha  a"™-T  ''  ^''  ""^'  *"  *>« 
-nminate  between  large  and  sm«  I  «v  "'^^  ""'^'  "«'  ^is- 
small  shipper  is  shipping  a"  lea^t"  '^T"?'  T'^'^^'^  the 
«re  admittedly  neces^ar^  for  less  ^han'^'  ^'i*?"  ■■«'«« 
as  these  involve  a  prcport  onatelt  h»  •  "'*  shipments, 
■-way,  Which  ma^-  .'onrat^^to^^^r/ ^a?;"^ ':,£ 


16 


THE     SHAV      CORREBl'ONDENCE     BCHOOL 


goods,  and  has  to  do  the  same  amount  of  shunting,  etc.,  as 
if  the  car  were  full. 

Discrimination  Between  Oommoditiei. 

Even  before  railroads  came  into  ■xistence,  it  was  gen- 
erally recognized  that  ship  freight  rates  should  vary  with 
the  value  of  the  article  shipped.  The  rate  on  coal  was 
lower  than  that  on  iron,  the  rate  on  iron  lower  than  that 
on  cotton,  and  so  on.  Consciously  or  unconsciously,  the 
rate  charged  for  transportation  was  at  least  partly  de- 
cided on  the  principle  of  what  the  traffic  would  bear. 

The  Claasification  of  Oommoditiei. 

When  railroads  came  into  existence  they  began  fixing 
their  charges  in  competition  with  the  existing  means  of 
transportation,  and  so  their  ratf  ..iso  were  subject  to  a 
lOugh  system  of  classification.  That  system  of  classifi- 
cation has  been  gradually  becoming  more  elaborate,  and 
this  tended  to  confusion  -whan  each  railroad  adopted  its 
own  ra)tes  for  all  commodit.es.  It  was  very  difBcult  to 
figure  out  the  rate  for  a  commodity  which  had  to  travel  a 
long  distance  over  different  railways.  Finally,  the  rail- 
roads in  different  parts  of  the  United  States  came  to  agree- 
men'ta  as  to  classification  of  commodities,  the  highest  class 
containing  the  most  valuable  commodities  and  paying  the 
highest  rates  per  hundredweight,  and  the  other  classes 
paying  lower  freight  rates,  down  to  coal,  which  probably, 
under  most  classifications,  pays  the  lowest  rate.  The 
present  Canadian  joint  classification  is  composed  of  ten 
classes. 

How  do  railways  decide  which  commodities  shall  go 
into  each  class?  Various  principles  of  classification  have 
been  suggested,  and  many  of  them  have  been  actually 
tried  in  some  country  or  other. 

The  Principles  of  Classification  of  Commodities. 

First,  a  railroad  mig'ht  impose  a  uniform  raite  per  unit 
of  weight  per  mile.     This  would,  however,  practically 
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restrict  the  sale  of  eoal   ef-    t«  .    .,  -x  .. 

mine,  anrt  coal  ig  a  nec'essit'v  ./     J"^  distance  fpn,„  ,he 

Pnncipj,  has  been  abandoS        '°^'"'  ''^--    "•"'-  »'»« 

u„itYwei^hr2r„t'"SLfe;,  uniform  rate  per 

that  cost  of  hanJlinrini::^^^^^^^^ 

S  :^  r  ^'^"' '^'«  ^^  ^-SK  Unfair- 
service  renderS^'CTs  TaCLt ".  '"'l  ''""^-  "«  "-'  "^ 
the  power  of  man  ace.  ratelv  tn^  ^  ""'"'"'  "  '"  beyond 
«pense  is  Incurred  by  a  rdllavf""'.*  ^'"**  "dditional 
additional  ton  weiekt/t .  ^^\r'^y  ^°^  the  carriage  of  an 
to  Montreal.  TKifcrio"  ?™".'''^'*^ '^o™  Toronto 
0  an  approximate  condusion  IToM^""/""**  *"  <«""« 

s^irn^r™  ^'■a'-^-  -;v  sa^d  rbr^cr^'  z 

t^ZZt:Te  a"tttJ:f  ;£  "-^  ^^'^  "^  ^-ds.  But 
other,  and  wc  have  learn  dt.h;tf?°if  ' ?  fu'^''"'"'  *°  «a<=h 
Portance  that  railway  rates  iall  hi  "^  *''"  «'"««test  im- 
Those  who  ,are  in  business  m„fh  l^Pa'-ativdy  stable, 
rates  .they  will  have  to  pay  rr.';^"'  '"  ^■^"'»«te  what 
raw  materials  and  theirinShVdVrXr'"'"''  '''''''' 

rendS,  iTis  by  theT/*^  ^'"'"^^  "^  ^'""e  of  service 
!"odity  to  its  shi^Sr  a„d  t?it!r '"  ''''  »«"ty  of  a  c^m! 

'I  a  psychological  abstraction      Th?;"''    '^^'I'  '"'"•«^". 
the  commodity  could  be  es  "Itp?      "creased  utility  of 

Irj  «''  ."hout  the  two    nd7v£aiT'-^J5;^  -"^.^one  ^ho 
therefore,  impossible  in  practice  Principle  is, 

'Usually  eaatbound   tri-KTrT^i^ ' 
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The  Principle  Aboepted  by  BaUwbjt  Hen. 

Sixth,  freif^ht  rates  may  be  decided  on  the  basis  of 
"what  the  traffic  will  bear."  This  is  the  principle  now 
universally  aceept«d  among  railway  men,  anu  it  implies 
that  freight  charges  shall  be  fixed  at  the  rate  at  which  the 
traffic  yields  the  highest  net  return  to  the  company,  and 
the  monopoly  price  of  transportation  is  decided  just  as 
the  monopoly  price  of  any  other  commodity  or  service  is 
decided.  (See  Lesson  VII.,  pago  10.'  This  principle  has 
the  advantage  of  being  experimental  and  practical.  The 
railroad  managur  may  fix  different  rates  until  he  reaches 
the  one  which  yields  him  the  greatest  net  return,  just  as 
the  hat  manufacturer,  in  Lesson  VII.,  fixed  the  price  which 
would  yield  him  th  3  maxjmum  of  profit. 

The  Public's  Bight  to  Object  to  This  Principle. 

The  trouble  with  this  criterion  is  that  it  does  no'  'ecog- 
niize  the  public  interest  in  the  game.  The  public,  already 
incensed  at  the  increasing  cost  of  living,  is  keenly  sus- 
picious of  bil  combinations  of  monopolistic  or  semi- 
monopolistic  tendencies.  In  the  long  run,  the  will  of  the 
people  uiast  prevail.  In  railway  matters,  the  public  in- 
terest, in  such  countries  «s  Canada  and  the  United  States, 
is  protected  by  the  appointment  of  commissions,  such  as 
the  Interstate  Commerce  Commission  in  the  United  States 
and  the  Dominion  Railway  Commission  in  Canada.  In  this 
country,  which  has  done  so  much  for  the  railways — given 
them  great  subsidies  in  money,  in  land,  in  guarantees  of 
bonds  which  enable  them  to  borrow  at  lower  rates — the 
public  have  an  excellent  claim  for  consideration  from  tlu' 
management  of  the  railway,  and  are  able  to  enforce  it.  At 
the  same  time  the  railway  must  be  able  to  earn  reasonable 
profl/ts;  otherwise,  capital  would  not  be  forthcoming  foi' 
the  building  of  new  lines  of  railway,  and  the  development 
of  Canada,  in  which  we  are  all  interested,  would  suft?r. 

The  Powers  of  the  Kailway  Conunission. 

The  railways  of  Canada  ar?  placed  under  the  jurisdii- 
tion  of  the  Board  of  Railway  Commissioners  for  Canada. 
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etc    A  single  «ecUon  of  the  L  'ITv'Tw ^'•^' ''"^'  •''"k". 
of  Canada.  iyo6  Chant»,  j?  «    *^  '^'''  (Bevi.^ed  Statutes 

'Vide  juriadictbn  of  fhL  fiv  „''"".f '^'  ^''"  ^''"^  '  « 
country.  ""*  '""1>^  over  the  railways  of  the 

^l  wSSt  Sdtf  !o°"beZ 'f "  °^  ""^  P"-'- 
contrary  to  any  of  the  urlviJn^^tl"-  ""'•^Monable  or 
require  the  Company  wifhTnfnr!  "^K^i*  A"*-  «"">  "'«>• 
tute  a  tariff  wtisfact^^  to  the  C^  ■*^^''"''v'''  *"''^''- 
-y  prescribe  other  tollKiS^oKolfs  irdilia^^^^ 

EXAMINATION    QUESTIONS 
SOONOMIOS. 

LLSSON  XVI. 

^•S2^Sra^ttnS%invoivesani„. 

increased  or  diminish^  ^SjJ^  ■*"«*  "*  "ving  be 

?orS„^Te^^L^Ur^™P,':?^^'»^"'  "'f  t--- 
-.u.ents  are  u^eVb^y  C^^t ^J^/,    «  -.  what 

tratUrtrnrBTSt  -«   -eessary  in  aU 

s'S'Tf  tiSiaTe^-  -^^^  the  pre^nt-day 

^^XtnfC'''^'^  "^  ^-^-  '  "^  on   tramc 

Compare  the  capital  an<l  "+. 
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Imagine  you«elf  in  the  porition  of  ".^"^^i' ^^^'^^ 
nTanager  and  diHcu«.  the  problems  which  he  ha.  to 

f&C6 

Why  do  manufacturers  usuall"  ^'"^"'^'^^^'^^'1% 
nlanta  in  towng  having  watt,  ansportation  as  vfeu 
S  a  raiCTor  else  hfving  more  railways  than  one  - 
Discuss  fully. 

What  fundamental  differences  between  the  railway 
hnsiness  and  the  manufacturer's  busaiesa  make  state 
Sntrormore  iustiflable  in  the  tirst  case  than  m  the 
second  T  . 

Wha*  principles  tave  been  suggested  as  furnishing 
rSfsisTr  ?he  fixation  of  railway  ratest  Discus, 
them. 

Give  a  short  account  of  the  powers  "*  j^e  B""'^  ^ 
Railway  Commissioners  for  Canada.  P  nd  ou  .m 
railway  men,  merchants,  etc.,  just  what  it  ha.  .ne 
for  your  locality. 
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